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P.O. Box 670 Benson, Arizona 85602-0670 Phone 520-586-3631 i 
July 15, 2998 

se, Executive Secretary 
Arizona ~orporation Commission 
1200 West Washington 
Phoenix, Arizona 85007 

Re: Proposed (2sd Draft) Revisions of the Retail Electric Co 
(Rl4-2-1601 et ~ 1 )  Docket No. RE- =C-Y4-0 

Dear M. Rose: 

As you are aware, AEPCO and 
Commission’s efforts to introduce electric generation cornpethion in Arizona. Frqm the inception, 
the cooperatives have stated their belief that only the people of Arimna’through a Constitutional 

ow honest belief during the initial Rule making process and it is our honest belief today. 

I Iowever, since your orders remain in full effect pending our appeal, the cooperatives have, for the 
past three years, been expending considerable resources, stdf time, money apd #e. work of their 
Boards of Directors in readying AEPCO and the electric distribution cooperatives fox competition. 
Although we have repeatedly attempted to illustrate the fundamental differences between 
cooperatives and investor owned utilities, we have obviously failed. The coopqatives are different! 
Certain of the drafi Rules currently under consideration would render futile much of our efforts to 
restructure to be able to fimction in mal Arizona and completely impair our contracts and the 
mortgages they. support. tribe the restructuring an temtives to avoid 

coop&ve member-omas have full 
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ese draconian results. 

e begun the process of restructuring AEPCO and, ul propa approv&, 
disa&pgating it into three separate coopcrative corporate entities: (i) selling and trmfening 
AEPCO’s transmission business and assets to a newly fo ansco”, Southwest Transmission 
Cooperative, hc. ;  (ii) creating Si- Southwest Co Services, Xnc. (CSP), another 
cooperative, to provide employees, administrative and support services to the Gem0 (AEPCO) and 
the Transco, to engage in off-system wholesale power sales, and as a certificated Electric Service 
Provider (ESP): to sell the competitive retail electric market (either jointly with a 
distribution cooperative i area or jnaividually as an ESP in other areas OfArizona), while 
(iii) leaving AEPCO a wholesale generator, selling energy at retail only t h r o q  its agent, CSP. 
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AEPCO and its members are developing contracts that would implement its r e m n g .  We have 
hired consultants, lawyers, appraisers, tax advisors, engineers and others w h ~  have been assisting 
us in the process. We have notified and have been meeting with our lenders and mortgage holders 
to gain their appmval. Thc Articles of Incorporation and initial Bylaws of each corporation are in 
draft form and potential pew directors are to begin familiarization training this month. 

In a key part of this effort, AEPCO and its members sought assistance fiom the Arizona Legislature 
which, as part of H.B. 2663, amended the cooperatives’ enabling statutes, Articles 2 and 4 o f  Title 
10, A.RS. to facilitate our contemplated restructuring. Additionally, we have joined with 450 other 
cooperatives nationwide in an effort to build brand loyalty through Touchstone Energy, advertising 

c cooperatives. Indeed RUS has beeapart ofthese efforts 

00 weekly six hour drives to Phoenix, 
ty we have reminded you that the 

lesale power contracts 

for electricity provided under these contracts must be sufficient ta cover costs. We have filed every 
pusition paper, document and response requested, tying up our planning, financial and opmations 
people. We have done and 
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As directors elected by ou consumer-owners, we haw made our restructuring decisions beiieving 
cha~ the Rules adopted in December, 1996, while a “framework”, could be =lied upon by the us, as 
M e c k d  Utilities, in our business p h i n g .  We believed the ACC did not inteqi to put us out of 
busincss -- prirnaxily so would leave the peapk ofmd Arizoha capIetely at the 

I mercies of an untested 
I 

to enable us to compete. 

ugh competitive bidcliig, and does not allow those 
edtobuild. R14-2-1616and-1617prohibitthe 
ady disaggregated cooperative system and by 

customers to be s 
structure we hav 

the same rules. 

Patties of Record 


